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Murphy Aguilar and Paulette Hansen [The co-authors are associated with the Albuquerque,
NM, office of the Center for the New West, a Denver-based think- tank. Ms. Murphy Aguilar is a
researcher and Ms. Hansen is a Senior Fellow specializing in infrastructure.] I. INTRODUCTION
New Mexico, California, Arizona and Texas are in a unique position to gain from increased
export opportunities offered by the North American Free Trade Agreement (NAFTA). Because of
geographical location, the four US Southwest border states would feel the most immediate impact
from increased commerce with Mexico (just as northern US border states felt a strong impact from
the Canada-US Free Trade Agreement in 1989). The four states also share language and culture
with Mexico. While NAFTA would have a broad impact on US-Mexico trade, this article is written
from a New Mexico perspective and examines three areas: New Mexico's exports to Mexico in
comparison to the three other border states; the feasibility of a border crossing in New Mexico;
and a major transportation network study under way in the state. II. COMPARISON OF NEW
MEXICO TO OTHER BORDER STATES Despite their similarities, the four border states differ in
the extent of exports to Mexico and in preparations for free trade. New Mexico has the following
characteristics: There is no major operational border crossing. Until recently, New Mexico appeared
to pay little attention to international trade, especially with Mexico. There is an in-state movement
to internationalize New Mexico's trade outlook and prepare for NAFTA even though the state has
failed to capitalize on other international trade opportunities in the past. Statistics on New Mexico's
trade with Mexico must be viewed with some caution for two reasons. First, since many state exports
are shipped through El Paso, Texas, and receive a "Texas origin" label, resulting in an underquote
of New Mexican exports. And second, the New Mexico International Trade Division reports only the
dollar value for New Mexico exports and does not take into consideration increases in volume, unit
price, or effects such as inflation. Lack of major border crossing Although the state officially opened
a crossing connecting Santa Teresa/Dona Ana County, NM, to San Jeronimo, Chihuahua, on Jan. 12,
1993, the utility of the location is limited by the fact that Mexico has reneged on its plan to pave a 12mile stretch of road, citing the failure of plans to develop an industrial hub near the Santa Teresa/
Dona Ana County crossing. According to Jerry Pacheco, director of New Mexico's trade office in
Mexico City, US Sen. Pete Domenici (R-NM) plans to meet with Mexican President Carlos Salinas
de Gortari in Mexico City in mid-April to determine Mexico's position on the crossing. Recent lack
of attention to international trade A US International Trade Administration (ITA) overview of US
exports to Mexico for 1987 through 1990 showed that New Mexico was the only border state that did
not fall in the top 10 list in growth of export value to Mexico in 1990. Nationally, New Mexico ranked
No. 43 in export value to Mexico in 1990. In the same year, Texas ranked first, California second
and Arizona fifth. However, a US Commerce Department comparison among the four border states
shows New Mexico is increasing its total percentage of exports to Mexico and actually outpaced
Arizona from 1987 to 1990. New Mexico ranked No. 25 nationally with a 90.1% growth in exports to
Mexico from 1987-1990. California and Texas ranked No. 21 and No. 22, with growth rates of 106.9%
and 105.5%, respectively. Arizona ranked No. 40 for the same period with a 31.9% change. Despite
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the positive percentage change in 1987-1990, the value of New Mexico's exports to Mexico remained
very small in comparison to other border states. For Arizona, revenues rose from US$644.67 million
in 1987 to US$850.61 million in 1990. In comparison, revenues for New Mexico rose from US$9.05
million in 1987 to US$17.21 million in 1990. Efforts to internationalize trade outlook "[New Mexico]
ignored the maquiladora opportunity in 1965," said Jim Coleman, executive director of the Las
Cruces Economic Development Council in the October 1992 issue of the New Mexico Business
Journal. "I hope private interests don't ignore it the second time around with free trade coming up."
According to Donald Coes, professor of international management at the University of New Mexico,
New Mexico has until now relied on production of non-tradeables such as tourism, health services
and government research. However, the state's approach is changing. According to Roberto Castillo,
international trade director at the New Mexico Economic Development Department, the state in
the past focused on defense contracts and government employment at the expense of foreign trade,
especially with Mexico. Recent developments point to an ongoing effort to pay closer attention
to trade with Mexico. For example, the state has established a trade office in Mexico City and
hired a permanent border trade specialist in Las Cruces, NM. Sen. Domenici, urged the state to go
further. In a recent article, Domenici said he supports the development of a strategy to use federal
laboratories and cooperative public-private research to develop new market niches, especially for
border area twin plants, which will lose their location advantage once NAFTA removes tariffs and
transportation regulatory barriers. "Texas origin" label El Paso is the only major border crossing
convenient to many cities in New Mexico. A contributing factor may be that exports with a Texas
origin can avoid payment of New Mexico's gross receipts tax. New Mexico Trade Division statistics
note the Texas influence on recording of New Mexican exports to Mexico, although no system for
tracking the origin of products is made explicit. The statistics offer a general view of New Mexico's
trade with Mexico but do not present an exact picture. Statistical summary of selected New Mexico
export activities US Commerce Department statistics showed that New Mexico ranked No. 47 in
total exports in 1991, ahead only of Montana, South Dakota and Hawaii. Of the eighteen western
states (including California and Arizona but not Texas), New Mexico ranks No. 15 in total exports.
A state-by-state analysis by McCray Research of San Antonio showed New Mexico and California
exported more to Canada than to Mexico in 1991, while the opposite was the case for Arizona and
Texas. According to the McCray analysis, New Mexico exported US$36 million to Canada and US$17
million to Mexico; California exported US$5.817 billion to Canada and US$4.905 billion to Mexico;
Arizona exported US$510 million to Canada and US$939 million to Mexico; and Texas exported US
$3.412 billion to Canada and US$14.081 billion to Mexico. Statistics from the New Mexico Trade
Division indicate that New Mexico's total exports increased 26.7% to US$319 million in 1991 from
US$251 million in 1990. The statistics also indicate that the state is gradually increasing trade with
Mexico, although Mexico is not New Mexico's top export destination. In 1990, Mexico ranked sixth
as a destination of New Mexican exports (behind South Korea, the UK, Canada, Brazil, and France),
but fell to seventh in 1991 (behind South Korea, Japan, Canada, Brazil, France and Great Britain).
The value of New Mexican exports to Mexico grew 9% from US$15.5 million in 1990 to US$16.8
million in 1991. However, studies suggest the 1991 figure may be closer to US$40.0 million if exports
labeled of Texas-origin are taken into account. However, since the standard of comparison for 1990
does not include a clause for Texas-origin labels for New Mexican exports, statistics cannot be
compared in that category. Of New Mexico's top seven export destinations, growth in exports to
Mexico in 1991 ranked fifth behind exports to Japan (up 465%), France (up 41%), Canada (up 35%)
and Brazil (up 35%). Exports to Mexico outpaced growth of exports to South Korea (New Mexico's
leading export destination), which fell 12% and to the UK, which fell by 25%. Seven of the top ten
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export products from New Mexico to Mexico registered some type of gain from 1990 to 1991. Lumber
topped the list of state exports to Mexico in 1991, with a value of US$3.8 million and a growth
rate of 115% over US$1.8 million in 1990. Among other top export products, livestock increased
208%, medical and control instruments 247%, and rubber 971%. Other products registered smaller
gains: food and kindred products rose 79%, agriculture products 51% and electric and electronic
products 80%. Overall trade with Latin America remained constant at US$43.7 million in 1991, but
as a percentage of the total, state exports fell from 17.4% in 1990 to 13.7% in 1991. Mexico, which
ranked second behind Brazil, represented 38.5% of New Mexico's total exports to Latin America, up
from 35.5% in 1990. Two aspects of New Mexican trade with Latin America should be noted: New
Mexico exported to 26 countries in Latin America in 1991, compared with 23 countries in 1990; The
composition of New Mexican export destinations in Latin America changed significantly from 1990
to 1991. For example, Uruguay ranked No. 10 in 1990, but in 1991 no New Mexico products were
sold to that country. Brazil, Mexico and Colombia still remained as the top three export destinations
in Latin America for New Mexico. According to a recent University of Arizona report titled "Free
Trade: Arizona at the Crossroads", New Mexico's exports to Mexico per capita in 1990 were a
fraction of exports per capita in the other border states during that year. Texas exported US$782 in
goods to Mexico per capita, Arizona US$230, California US$157 and New Mexico US$11. In the same
year, according to the University of Arizona report, New Mexico's exports to Mexico comprised
approximately 0.1% of all US exports to Mexico. On the other hand, Texas accounted for almost half
of US exports to Mexico at 46.8%, California for 16.5% and Arizona for 3%. These statistics highlight
various characteristics of New Mexico's export sector vis a vis Mexico: On the national level, New
Mexican exports to Mexico are a very small percentage of US exports to Mexico. New Mexico also
exports much less to Mexico than do California, Arizona, and especially Texas. Within the context of
an overall expansion of its export sector, New Mexico is increasing exports to Mexico, even though
exports to other countries are also increasing, in many cases at a faster rate. New Mexican export
destinations remain concentrated in the Asian trade group, which includes South Korea and Japan
and accounts for a 45.7% market share of exports in 1991, compared to a 25.1% market share for
the North American trade group which includes both Canada and Mexico. Within Latin America,
Mexico is a major export destination for New Mexican products, which provides a base for increased
trade between New Mexico and Mexico under NAFTA. Research on New Mexico and free trade still
scant The statistics highlight that New Mexico is progressing in preparations for more open trade
with Mexico, whether liberalization comes quickly in the form of a NAFTA or more slowly on its
current course without an agreement. However, New Mexico is far behind the other border states
in its preparation for NAFTA. A background report prepared by the University of Arizona found no
regional impact studies on New Mexico, while Arizona, California and Texas each had at least one.
Out of 52 listings of industries likely to suffer losses or reap benefits under NAFTA, the University of
Arizona report could only find enough information on two industries in New Mexico to determine
whether those sectors would benefit or lose. Under the "agriculture" category, the report said
horticulture in New Mexico is likely to lose under a NAFTA. However, under the "service" category,
the report noted that research and development was likely to gain. A New Mexico State University
study on NAFTA and its impact on New Mexico is due out sometime in 1993. III. ATTEMPTS TO
ESTABLISH A MAJOR BORDER CROSSING According to the New York Times (Jan. 5, 1993), trucks
carry four-fifths of all border trade between the US and Mexico. The recently opened crossing at
Santa Teresa/Dona Ana County, 12 miles west of El Paso, could provide an alternate route to and
from the congested Ciudad Juarez-El Paso area. Furthermore, spin-off industries such as retail
and service businesses would develop around the Santa Teresa/Dona Ana County area as the flow
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of trucks increased. However, the future of the Santa Teresa/Dona Ana County crossing, where
temporary border facilities are accessed by a 12-mile unpaved road from the Mexico side, seems
far from assured. Despite good intentions by the Santa Teresa/Dona Ana County planners and
promoters, New Mexico is still left with only two minor border crossings, one at Columbus, NM,
and the other at Antelope Wells, NM. A US General Accounting Office (GAO) report in November
1991 estimated that the El Paso area crossings will reach capacity before the year 2005. These figures
attest to the congested conditions along the border, and indicate that another border crossing out of
the immediate Juarez-El Paso vicinity could help reduce congestion and improve travel efficiency
by capturing the overflow traffic from El Paso. However, an open port accomplishes little. The real
challenge lies in promoting the Santa Teresa/Dona Ana County crossing among truckers and others
involved in the transport of goods. The unknown factor behind the Santa Teresa/Dona Ana County
crossing is whether the port will develop as an intermodal site, where rail, truck and air connections
are directly linked into US-Mexico customs facilities. The Santa Fe Railroad is on site near a freight
airport under development by Dona Ana County. Locating other railroads such as Southern Pacific
and Mexico's state-run Ferrocarriles Nacionales (FERRONALES) near the crossing would ensure
economic success. However, Santa Teresa/Dona Ana County is competing against time with El
Paso and Juarez, which are both pushing intermodal facilities that favor the east side El Paso. Even
without NAFTA, the Santa Teresa/Dona Ana County border crossing remains of utmost importance
if New Mexico wants to channel trade with Mexico through its borders. Under NAFTA, surface
traffic in the border states will increase dramatically as trade between the US and Mexico increases.
By early 1994, and preferably much before, New Mexico must have the Santa Teresa/Dona Ana
County fully operational if it wants to be included in the newly emerging trade and transportation
patterns bound to surface under NAFTA. Santa Teresa/Dona Ana County must be considered a
viable and preferable alternative to truck crossings in Texas. Although the direct impact of NAFTA
on New Mexico will not become apparent for many years, a border crossing is the first step in
ensuring that those effects will be positive. However, planning and transportation experts attending
a meeting in El Paso in mid-December 1992 offered various reasons why Santa Teresa/Dona Ana
County is not a viable commercial crossing. Officials in Ciudad Juarez, the maquiladora center
closest to New Mexico, do not place a high priority on completing the crossing on the Mexican side.
Vicente Cotera from the Ciudad Juarez Planning Department articulated a Mexican perspective on
Santa Teresa/Dona Ana County. "We don't consider it [Santa Teresa/Dona Ana County], a viable
option right now. The resultant growth will not be beneficial to the city [Ciudad Juarez]." Other
participants, including academic and planning experts from Texas and New Mexico, expressed
similar reservations about Santa Teresa/Dona Ana County, based on the lack of infrastructure in the
area. In the case of the Ciudad Juarez-El Paso area, infrastructure first served to attract the maquila
industry, according to the October 1988 Twin Plant News. Santa Teresa/Dona Ana County does not
have the same degree of infrastructure development. Two viewpoints can be discerned from the
discourse surrounding Santa Teresa/Dona Ana County. On the one hand, New Mexicans hope the
crossing can become functional and initially attract some small-scale employment opportunities.
In the long run, the crossing has the potential for future growth and revenues for the state, as
industries begin to locate plants, warehouses and other facilities near the crossing. On the other
hand, the apparent disinterest of the Mexican government in the Santa Teresa/Dona Ana County
crossing and the lack of existing infrastructure at the site pose obstacles for cooperation with Mexico
City in paving the San Jeronimo side. At present, the commercial crossing at Santa Teresa/Dona
Ana County remains a collection of temporary buildings, surrounded by a wire fence, in the midst
of a vast plain in southern New Mexico. IV. NEW MEXICO EXPLORES OPTIONS THROUGH
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TRANSPORTATION STUDY The New Mexico State Highway and Transportation Department
(NMSHTD) and the Center for the New West (CNW) are developing a framework for a strategic
trade and transportation study that would cover western North America and include specific
details for New Mexico. The study is funded with US$1.3 million from the federal Department of
Transportation. The state of New Mexico is contributing an additional US$140,000 for research
specifically on the state's transportation infrastructure. The findings of the study will be integrated
with research conducted on the eastern half of the US by the VOLPE Transportation Systems
Center of Cambridge, Mass. The final report will describe trade and transportation flow patterns
in North America. It will also explore public policy and business implications. The full report, due
out in September 1993, will be presented to the US Congress. Two sections of the 1991 Intermodal
Surface Transportation Efficiency Act (ISTEA) serve as the guidelines for the western study.
These sections are of specific interest to border states because they emphasize establishing trade
corridors which facilitate trade among Canada, the US and Mexico, and because they provide the
framework for funding mechanisms for transportation improvements. One section directs states
to assess the adequacy of North American border crossings and regional border rail, highway,
port and air freight service networks to accommodate expanding North American free trade areas.
This section mandates consultation with Canada and Mexico. Another section directs the US
Transportation Secretary to study the advisability and feasibility of establishing an international
border infrastructure discretionary program. This program could be financed by US Federal
Highway Trust Fund and/or innovative binational initiatives. A broad spectrum of interested
parties will be heavily involved in evaluating the data and conclusions drawn by the research teams
before the final report is written in order to achieve the broad consensus necessary to develop
state, regional, and cross-border strategic plans. The review process is an attempt to uncover the
many uncertainties in conducting economic analysis for major transportation policy and investment
choices. Executives, marketing and public investment experts, other decisionmakers and outside
specialists will review the data and develop a range of probabilities and implications for future
trade and transportation flows for a given area. Key factors that influence available options and
choices of the New Mexico public-private sector are largely shaped outside the state. "The routes
of US-Mexico trade have been shaped by the severe historical limitations on inadequate highway
infrastructure in Mexico," said John McCray from the University of Texas-San Antonio. "One of the
most dramatic and important shifts that has occurred across the southern border of the US since
1982 has been the shift in the location and size of the primary corridor of trade between the US and
Mexico," he added. "In 1982, exports and imports between Mexico and the US were shipped within
a region roughly divided between West Texas and the San Antonio Interstate 35 corridor. While
exports through West Texas have actually declined, trade has been growing along the South Texas
I-35 corridor by US$250 million a month for 30 consecutive months. Nothing else looks like that in
North America," McCray said. In addition to understanding the current domestic trade flows in the
Southwest, New Mexico's public and private sectors must anticipate future Mexican investments
for rail, highways, ports and airports, since the decisions emanating from Mexico City will set the
parameters for New Mexico and West Texas trade opportunities. However, instead of dividing along
state or national lines, the overall choices available between intermodal plans offered by Santa
Teresa/Dona Ana County, El Paso and Juarez could be considered on a regional basis to promote
regional growth and build a strong integrated economy. Details of the CNW study The CNW study
coincides with the new US transportation policy embodied in the ISTEA policy, which recognizes
the potential for trade growth. The ISTEA seeks to integrate air, rail, port and truck services into
a transportation plan and investment strategy that reflects the new economic environment based
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on efficient international trade. The CNW study is supported by a western congressional coalition
that includes Sen. Dennis DeConcini (D-Ariz.), Sen. Domenici and the House Congressional Border
Caucus, co- chaired by Rep. Ron Coleman (D-Texas) and Rep. Joe Skeen (R- NM). Other researchers
contributing to the western North America study include Barton-Aschman of Albuquerque, the
University of Montana, and Leeper, Cambridge & Campbell. McCray Research, Hickling Corp.,
and other regional institutions, will assist the team. The CNW study examines four areas: Current
and historical trends of trade and transportation along the US-Mexico and western US-Canada
border regions. Current and future movements of goods and people and their implications for
transportation planning and strategic economic growth decisions. Projections for future trade and
transportation demand within western North America. Possible changes by the private and public
sectors in western North America to support "geographically invisible" regional planning and
investment strategies. The CNW will select a geographic area to develop an institutional framework
for infrastructure planning and investment strategies in addition to calling on expert reviews of their
data. A US$1 million follow-up phase will develop a more in-depth analysis to provide a complete
geographic profile for the study areas and other regions within the West. Examples of possible study
areas are the Front Range and Inter-Mountain areas of the Rocky Mountains or urban centers such
as Greater El Paso or Laredo. The CNW and the NMSHTD have developed a smaller project that
explains how New Mexico fits into North American trends, the Southwest border, Colorado Plateau
public- private sector activities, and investment and economic growth strategies led by Mexico City.
As part of the total effort, the CNW will establish a Southwest border advisory group to strengthen
existing institutional arrangements such as the newly created alliance between Southwest state
departments of transportation, the Border Trade Alliance and the Border Governors Conference.
The Southwest advisory group will be folded into a North American Trade and Transportation
Council, which will become a permanent body. The CNW and the NMSHTD will convene a New
Mexico- Chihuahua conference in August 1993 for public and private leaders to learn about the
needs and issues surrounding western trade corridors and to disseminate findings from the North
American and New Mexico research. New Mexico and Regional Coalitions In conclusion, New
Mexico needs to become involved in regional coalitions and build a state-based strategic plan,
as Southwestern border strategies vary from state to state. New Mexico's legislature has already
created a Border Development Authority that issues bonds to promote economic and infrastructure
development along the border. Following are examples of integrative plans in other border states:
The California Department of Transportation has several projects that will be integrated into the
western-based North America study. The first is a US$150,000 study of infrastructure/institutional
needs to move goods quickly between San Diego, Tijuana, Mexicali and Hermosillo. Another
proposed project is definition of the North American West Coast Tri-National Trade Corridor to
establish partnerships between states in the West Coast region. Arizona and Utah are sharing
costs for a preliminary engineering study for extending Interstate 17 into Salt Lake City for a northsouth connection from Alberta and Phoenix to Nogales and Mexico City. Also Arizona Gov. Fife
Symington is leading a statewide effort to develop a trade- transportation strategic plan. The Texas
Department of Transportation is planning a four-lane highway system to complement the interstate
system and to connect all cities with a population over 20,000, as well as ports of entries. Studies
are under way to identify impacts of the maquiladora industry and NAFTA on Texas highways and
private sector financing of cross-border bridges. In addition, Gov. Anne Richards has commissioned
a study from Shiner Moseley Associates (Corpus Christi) that focuses on infrastructure needs
created by NAFTA. Such needs range from highways and sewage, to education, health care and
job retraining. International efforts The CNW western North America study will provide initial
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analysis for a bi-national study. The Federal Highway Administration (FHWA) and transportation
agencies in the Southwestern states are working with Mexico to set up the study, which would
lead to cross-border regional planning and investment strategies. The Southwestern states have
agreed to contribute US$1 million collectively in federal highway research funds for the joint study
with Mexico and have asked the FHWA and Mexico's Transportation Secretariat (Secretaria de
Comunicaciones y Transportes, SCT) to offer similar funding. Future Trends Developing trade and
transportation corridors will require extensive cooperation between the US western region, the
federal and state governments of the US, Canada and Mexico, and the private sector in all three
countries. The Santa Teresa/Dona Ana County border crossing represents a major step in increasing
the potential benefits for New Mexico. However, the crossing must become fully operational before
any real benefits to the state can be discerned. The key behind the success of Santa Teresa/Dona
Ana County may be New Mexico's ability to create an intermodal transportation hub in the plains
around Santa Teresa/Dona Ana County. [Note: Further information on the projects outlined here or
on the CNW Southwest border activities, may be obtained from Louis Higgs and Paulette Hansen
(505) 242-1241 at the Center for the New West office in Albuquerque, or from Joe Ruiz (505) 827-3244
at the New Mexico State Highway and Transportation Department].

-- End --
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